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STATEMENT CLAIMING SMALL ENTITY STATUS 
(37 CFR 1.9(f) & 1.27(b))--INDEPENDENT INVENTOR 



Docket Number (Optiog^l) 



Applicant, Patentee, or identifier: 

Application or Patent No. : 

Filed or Issued: _i£/iZ; 
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Title: "^j^tM.^ aAci t\i(l\ni \dr a^'s^^j^^^^ rafin^S to muit^c^l ^j^nd^ a ^i d 

As a below named inventor, I hereby state that I qualify as an independent inventor as defined in 37 CFR 1 .9(c) 
for purposes of paying reduced fees to the Patent and Trademark Office described in: 

^ the specification filed herewith with title as listed above. 

I I the application identified above. 

I I the patent identified above. 

I have not assigned, granted, conveyed, or licensed, and am under no obligation under contract or law to assign, 
grant, convey, or license, any nghts in the invention to any person who would not qualify as an independent inventor 
under 37 CFR 1 .9(c) if that person had made the invention, or to any concern which would not qualify as a small 
business concern under 37 CFR 1 -9(d) or a nonprofit organization under 37 CFR 1 .9(e). 

Each person, concern, or organization to which I have assigned, granted, conveyed, or licensed or am under an 
obligation under contract or law to assign, grant, convey, or license any rights in the invention is listed below: 



No such person, concern, or organization exists. 
I I Each such person, concern, or organization is listed below. 



Separate statements are required from each named person, concern, or organization having rights to the invention 
stating their status as small entities. (37 CFR 1 27) 

I acknowledge the duty to file, in this application or patent, notification of any change in status resulting in loss of 
entitlement to small entity status prior to paying, or at the time of paying, the earliest of the issue fee or any 
maintenance fee due after the date on which status as a small entity is no longer appropriate. (37 CFR 1 .28(b)) 



NAME OF INVENTOR 



NAME OF INVENTOR 



NAME OF INVENTOR 




Signature of inventor 



Signature of inventor 



Date 



Date 



Date 
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comments on the amount of time you are required to complete this form should be sent to the Chief Information Officer, Patent and Trademark Off ce, 
Sngton DC 20231 D^^^^ FEES OR COMPLETED FORMS TO THIS ADDRESS. SEND TO: Assistant Commissioner for Patents, Washington, 

DC 20231. ' 



JC545 U.S. PTO 




FIELD OF THE INVENTION 

The present invention relates to a computer-implemented system and method for assigning ratings 
("Ratings") to various investment vehicles (the "Funds") using information from public and privately 
traded financial futures (the collectively the "Futures"). 

BACKGROUND AND SUMMARY OF THE INVENTION 

Futures provide information on expected future returns in various investment areas or asset classes. For 
example, a financial future on the S&P 500 for the period ending June 2000 is a representation of what the 
financial markets expect the value of the S&P 500 will be in June 2000. Financial futures are now 
available for a number of segments of the market, such as US value stocks, US growth stocks, small 
capitalization stocks, large capitalization stocks, US Treasury Bonds, high yields bonds, etc. By combining 
information on the Funds with the expected range of future returns, as implied by the pricing of the Futures, 
one can derive a range of expected future returns, the volatility of future returns, and a rating, which 
reflects the expected return and the risk of the Fund. 

Expanding on the example of the S&P 500 future and a large capitalization mutual fund, if the future 
indicated that the expected return was an annualized 7%. Using a modification of the Black -Scholes (a 
widely used option pricing equation developed in 1973 by Fisher Black and Myron Scholes used to price 
OTC options), one could determine that there was a 66% chance that the return would be within 5 and 9% 
and a 95% chance that the return would be within 4 and 10% for the period ending June 2000. If the Fund 
had a historic return that was on average 1% less than the S&P 500, but with the same level of volatility, 
then the mean expected return would be 6%, and the range of expected returns at the 66% level of 
confidence would be 4 to 8%> (i.e., 1% less than the example with the S&P 500). In the same way, the 
range of returns at the 95% confidence level would be 3 to 9% (i.e., 1% less than the example with the S&P 
500). 

In assigning ratings, the expected future return and volatility of future return is compared to that of other 
investment classes. For example, if large capitalization funds were expected to return 7% with a 4%> range 
at the 66% confidence level, compared to a South American equity fund with an expected return of 5%> and 
a range of 4% at the 66% probability level, the South American sector would be less appealing and 
therefore have a weaker rating. Note, the relative returns of the Fund are incorporated into the expected 
future return for the sector in deriving ratings. The Rating represents the expected risk and reward. 

Note, the Black-Scholes model is useful for pricing options, whereas we are using futures pricing to 
determine the expected future returns for various investment areas, and combining that information with the 
relative performance of a fund and other information such as our assessment of the capability of the 
investment managers, support staff and characteristics of portfolio securities to derive a rating. Firms that 
rate Funds use mainly historical returns in assigning ratings. 

DIAGRAM 



Attached is an illustration of the major steps for assigning Ratings. 



MAJOR STEPS FOR ASSIGNING FUND RATINGS 
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Notes (refers to the numbers at the bottom of each title): 

Lisa listing of the various sectors or types of funds. 

2. Is a listing of the financial futures that correspond to the various sectors. Note, the Futures 

change overtime. 

3. Is a listing of the expected returns implied by the Futures. 

4. The expected range In future returns as implied by prices of options on the futures and various 

option pricing models. 

5. The annualized returns of the various Funds. 

6. "The difference between the Fund's return and the median return for other Funds in the sector. 

7. Factor for adjusting for the negative variability of the Fund. 

8. A comparison of the negative variability of the return for a Fund to the median for the sector. 

9. Variance adjustment for qualitative factors such as an assessment of fund management, efficiency, 

support, systems, and other factors v\/hich are reflected in the rating of the Fund Group. 
10 and 1 1 . The low expected annual return is equal to the median annualized return for the sector 
(column 3) adjusted for the range of returns (column 4), the Fund's Annual Return Adjustment 
Factor (column 6), the Adjustment for Negative Variability of Returns (column 8), and for the 
Qualitative Factors (column 9). 

12. Is the Median of the Expected High and Low Returns. 

13. Rating for the Fund based on the median and range versus other funds. In certain cases we use 

Indicators other than for the rating. 
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System and method for assigning ratings to mutual funds and other investment 
funds based on the value of various future and option securities 



Abstract 

The present invention is a system and method for assigning ratings (the "Ratings") on mutual funds and 
other investment funds (collectively the "Funds") based on various information gleaned from public and 
privately traded financial, currency, interest rate and other futures, along with options on said futures 
(collectively the "Futures"). The system combines information on the historical rates of return and 
variability in the rates of return of the Funds with the expected range of future returns for various asset 
classes as determined by the pricing of the Futures. The rating for the Funds (the "Rating") incorporates 
the range of expected fiiture returns, the variability of past returns, and the level of risk. The benefit of the 
invention is that it will enable investors to evaluate with greater ease the likely returns and risks for various 
Funds 
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1. A system for assigning Ratings to Funds using information gleaned from the pricing of Futures. 
Expected future returns for the Funds are combined with information on the relative performance of the 
Fund to determine the Rating. 

2. The use of Futures for assigning Ratings to the relative attractiveness of Funds 

3. A listing of the expected range of future returns for the Funds based on pricing and volatility information 
for the Futures. 



JC545 U.S. PTO 





„ 10/12/99 . ,,,, ^ 

Please type a pTus feign (+) inside this box — ^ 



PTO/SB/01 (12-97) 
Approved for use through 9/30/00. 0MB 0651-0032 
Patent and Trademark Office; U.S. DEPARTMENT OF COMMERCE 
Under the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless it contains 
a valid 0MB control number. 



+ 



DECLARATION FOR UTILITY OR 

DESIGN 
PATENT APPLICATION 
(37CFR 1.63) 



0 Declaration 
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witli Initial 
Filing 



□ Declaration 

OR Submitted after Initial 
Filing (surcharge 
(37 CFR 1.16(e)) 

required) 



Attorney Docket Number 



First Named Inventor 



Sea A A 



COMPLETE IF KNOWN 



Application Number 



Filing Date 



Group Art Unit 



Examiner Name 



/ 



As a below named inventor, I hereby declare that: 

My residence, post office address, and citizenship are as stated below next to my name. 

I believe I am the original, first and sole inventor (if only one name is listed below) or an original, first and joint inventor {if plural 
names are listed below) of the subject matter which is claimed and for which a patent is sought on the invention entitled: 




the specification of which 

is attached hereto 
OR 

□ was filed on (MM/DDA'YYY) 



{T/t/e of the invention) 



Application Number 



and was amended on {MM/DDWYY) 



as United States Application Number or PCT International 

(if applicable). 



1 hereby state that I have reviewed and understand the contents of the above identified specification, including the claims, as 
amended by any amendment specifically referred to above. 

I acknowledge the duty to disclose information which is material to patentability as defined in 37 CFR 1.56. 



I hereby claim foreign priority benefits under 35 U.S.C 119(a}-{d) or 365(b) of any foreign apptication(s) for patent or inventor's 
certificate, or 365(a) of any PCT international application which designated at least one country other than the United States of 
America, listed below and have aiso identified below, by checking the box, any foreign application for patent or inventor's certificate, 
or of any PCT international application having a filing date before that of the application on which priority is claimed. 



Prior Foreign Application 
Number(s) 
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Foreign Filing Date 
(MM/DD/YYYY) 


Priority 
Not Claimed 


Certified Copy Attached? 
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D Additional foreign application numbers are listed on a supplemental pnonty data sheet PTO/$B/02B attached hereto: 
I hereby claim the benefit under 35 U.S.C. 11 9(e) of any United States provisional applicationfs) listed below. 



Application Number(s) 



Filing Date (MM/DD/YYVY) 



I I Additional provisional application 
numbers are listed on a 
supplennental priority data sheet 
PTO/SB/02B attached liereto. 
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DECLARATION — Utility or Design Patent Application 



I hereby claim the benefit under 35 U.S.C. 120 of any United States application{s), or 365(c) of any PCT international application designating the 
United States of Amenca, listed below and, insofar as the subject matter of each of the claims of this application is not disclosed m the pnor 
United States or PCT international application in the manner provided by the first paragraph of 35 U.S.C. 112, I acknowledge the duty to disclose 
nformation which is material to patentability as defined in 37 CFR 1 .56 which became available between the filing date of the prior application 
and the national or PCT international filing date of this application. 



U.S. Parent Application or PCT Parent 

Number 



Parent Filing Date 
(MM/DD/YYYY) 



Parent Patent Number 
(if appiicable) 



□ Additional U.S. or PCT international application numbers are listed on a supplemental priority data sheet PTO/SB/02B attached hereto. 



As a named inventor, i hereby appoint the following registered practi tioner(s) to prosecute this app lication and to tra nsact all business in the Paten t 
and Trademark Office connected therewith: Customer Number 

OR 



CU Registered practitioner(s) name/registration number listed below 



Place Customer 
Number Bar Code 
/ ft(7f?/ hf?rf? 



Name 



Registration 
Number 



Name 



Registration 
Number 



Zl Additional registered practitioner(s) named on supplemental Registered Practitioner Information sheet PTO/SB/02C attached hereto. 



Direct all correspondence to: □ Customer Number 

or Bar Code Label 



OR 0 Correspondence address below 



Name 



Address 



Address 



City 



state 



ZIP 



Country 



us P[ 



Telephone 



Fax 



(3 10- ?4s 



i hereby declare that all statements made herein of my own knowledge are true and that all statements made on information and belief are 
believed to be true; and further that these statements were made with the knowledge that willful false statements and the like so made are 
punishable by fine or imprisonment, or both, under 18 U.S.C. 1001 and that such willful false statements may jeopardize the validity of the 
application or any patent issued thereon 
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□ A petition has been filed for this unsigned inventor 
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Fannily Namp nr Rurnannfi 



Inventor's 
Signature 
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State 



Country 



Date 



Citizenship 



10 



1431 



Post Office Address 



Post Office Address 



City 



state 



.7 
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Country 
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□ Additional inventors are being named on the supplemental Additional Inventor(s) sheet(s) PTO/SB/02A attached hereto 
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